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OVERSIGHT REPORT : 2024/2025 FINANCIAL YEAR

REPORT FROM THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC)

1. OVERSIGHT REPORT 

The adoption of the Oversight Report is the final step in the annual reporting process of a municipality, as required by Section 129 of the Local Government: Municipal Finance Management Act (MFMA). Council is required to consider the Annual Report and adopt an Oversight Report containing its comments and findings. 

This report reflects the outcome of a detailed, evidence-based interrogation of the Draft 2024/2025 Annual Report, the Auditor-General findings (COMAFs), and management responses. 

MPAC emphasises that this process is not merely procedural, but a critical accountability mechanism to ensure sound financial management, compliance, and service delivery. The findings contained in this report point to systemic weaknesses in governance, compliance and internal controls. These are not isolated incidents, but recurring issues requiring urgent and decisive intervention by the administration. 

2. ANNUAL REPORT 

The 2024/2025 Annual Report was tabled before Council on 28 January 2026, where the Municipal Council resolved that the Draft Annual Report be referred to MPAC. 
 
In compliance with Section 127(5) of the MFMA: 

· The Draft Annual Report was advertised for public comment 
· Copies were made available at municipal offices and libraries 
· The Report was published on the municipal website 
 
Copies were also submitted to the Auditor-General; Provincial Treasury; and the Western Cape Department of Local Government. 
 
The purpose of the Annual Report is to provide a record of municipal activities; report on performance against predetermined objectives; promote accountability and transparency; and to present audited financial statements for the year under review ending 30 June 2025. 
 
MPAC finds that while the statutory requirements for tabling and publication were complied with, this does not in itself indicate effective governance or performance. 
 
3. SUMMARY OF COMMENTS 
 
MPAC notes that no comments or input were received from the public or organs of state. 
 
Primary reliance has therefore been placed on the Auditor-General findings (COMAFS), management responses, and MPAC’s independent assessment. 
 
MPAC emphasises that the absence of public submissions does not diminish or reduce the seriousness of the findings identified, nor the responsibility of Council to exercise robust oversight. 
 
4. DETAILED FINDINGS AND MPAC OBERVATIONS 
 
4.1. Unauthorised, Irregular, Fruitless and Wasteful Expenditure (UIFW) 

MPAC finds with serious concern that the Irregular and Unauthorised Expenditure amounts to approximately R92.2 million and R25.6 million respectively. The 2023/2024 R142.2 million and R58.2 million respectively. Whereas there has been a significant reduction in irregular and unauthorised expenditure, the expenditure remains unacceptably high. A substantial portion of these amounts remain uninvestigated and unresolved. 
 
This is a repeat finding (COMAF 2). 
 
MPAC Finding: 
The continued failure to investigate and resolve UIFW expenditure constitutes a serious breach of Section 32 of the MFMA and reflects a breakdown in financial discipline and accountability. 
 
Root Causes: 
· Weak consequence management 
· Inadequate tracking mechanisms 
· Lack of accountability 
 
Recommendation: 
· UIFW must be investigated within 60 days 
· A consolidated UIFW Register must be submitted to Council indicating: 
· Status of each case 
· Investigation outcomes 
· Recovery actions 
· Disciplinary steps 
 
MPAC therefore finds that the Municipality has not exercised adequate oversight over public funds, exposing it to significant financial and governance risks. 
 
4.2. Supply Chain Management (SCM) 

MPAC finds that procurement processes are affected by material non-compliance, including: 
· Irregularly awarded tenders 
· Defective bid specifications
· Failure of BEC and BAC to conduct proper due diligence 
· Order splitting and unjustified deviations 
· Contracts exceeding approved values 
 
MPAC Finding: 
There is a systemic failure in SCM procurement governance, particularly in the functioning of BSC, BEC and BAC structures. 
 
Root Causes: 
· Lack of capacity coupled with weak oversight 
· Non-compliance with SCM policies 
 
Recommendation: 
· Review all irregular tenders 
· Strengthen accountability mechanisms and ensure proper training for BEC and BAC structures 
 
MPAC therefore finds that a significant amount of procurement processes are not being executed in a manner that ensures fairness, transparency and compliance, exposing the Municipality to significant financial and governance risks. 
 
4.3. Financial Management 
 
MPAC finds that the Debtors to Revenue ratio increased significantly from 2022/2023 to 2023/2024, remaining at a high and unsustainable level of approximately 66.7% in 2024/2025. The financial statements required audit corrections. 
 
MPAC Finding: 
The Municipality’s financial position is under sustained pressure due to weak revenue management and unreliable financial controls. This affects its ability to fund operations and capital projects, leading to reduced liquidity, inability to fund infrastructure projects, and increased reliance on external funding. 
 
MPAC therefore finds that the Municipality’s financial sustainability is at risk. 
 
4.4. Internal Controls and IT Governance 
 
MPAC finds that internal control systems remain weak; IT governance deficiencies persist, with water losses remaining excessively high. 
 
MPAC is concerned that: 
· The Municipality still struggles to accurately measure water losses, with estimated loses currently being 47.98%. 
· This severely impacts: 
· Revenue integrity 
· Infrastructure planning 
· Billing accuracy 
 
MPAC Finding: 
The internal control environment is not sufficiently robust to safeguard municipal resources or ensure accurate reporting. The increase in water losses further indicates that no plan is afoot, and that little to no progress is made, to minimise water losses. 
 
MPAC therefore concludes that control weaknesses continue to expose the Municipality to financial loss and inefficiency. 
 
4.5. Human Resources and Institutional Capacity 
 
MPAC finds that the staff establishment has not been reviewed, leading to material findings by the Auditor General vacancy rates remain high, with persisting skills gaps across the organisation. 
 
MPAC Finding: 
The Municipality does not currently have sufficient institutional capacity to ensure effective service delivery and compliance. 
 
4.6. Performance Management 
 
MPAC finds that performance management systems are inconsistently implied, with weak alignment between planning and reporting. Cascading of performance has not been implemented, resulting in non-compliance with the Staff Regulations.
 
MPAC Finding: 
Performance management systems are ineffective and do not adequately support accountability. 
 
4.7. Compliance Environment 
 
MPAC finds that policies are not regularly reviewed and legislative compliance remains inconsistent. 
 
MPAC Finding: 
There is a weak compliance culture across the Municipality. 
 
5. COMAF SUMMARY PER DIRECTORATE 
 
MPAC analysed COMAFs across Directorates and finds that the audit findings are systemic across directorates, indicating organisational weaknesses: 
 
1. Corporate Services 
· HR and performance failures (COMAF 30, 42, 53-58)  
· Policies not reviewed (COMAF 42) 
· Performance management failures (COMAF 30) 
 
Finding: 
Weak organisational governance and accountability. 
 
2. Financial Services 
· UIFW exposure 
· AFS misstatements (COMAF 3) 
· Debtor ratio at ±65.4% 
· Non-revenue water losses ± 47.98%
· Weak revenue collection and debtor management 
 
Finding: 
Weak financial discipline and sustainability 
 
Supply Chain Management (SCM Unit) 
· Irregular procurement (COMAF 9, 22, 23) 
· Failure of BEC and BAC to conduct due diligence 
· Contract management failures 
 
Finding: 
High risk procurement environment 
 
3. Infrastructure Services 
· Non-compliance with licensing conditions and infrastructure management 
· Project and contract oversight weaknesses 
 
Finding: 
Service delivery risks due to weak controls. 
 
4. ICT/ Controls 
· ICT governance weaknesses (COMAF 16) 
· System control deficiencies (COMAF 6) 
 
Finding: 
Weak control systems impacting financial integrity. 
 
MPAC therefore finds that the audit findings ae not isolated but reflect systemic organisational weaknesses requiring urgent intervention. 
 
6. REPEAT FINDINGS 
 
MPAC expresses serious concern regarding repeat findings. Repeat findings reflect: 
· Failure to implement corrective measures 
· Ineffective audit action plans 
· Weak to no accountability mechanisms 
 
7. ROOT CAUSE ANALYSIS 
MPAC identifies the following root causes: 
· Lack of consequence management 
· Weak internal controls 
· Capacity constraints 
· Poor oversight and ineffective monitoring 
· Inadequately trained officials 
 
 
8. TOP RISKS IDENTIFIED 
· UIFW exposure exceeding R120 million 
· Debtor ratio above 65% (unsustainable) 
· Water revenue losses 
· Risk of grant funding being withheld 
· Financial instability and liquidity pressure 
· Service delivery deterioration 
· Loss of public trust 
 

 
9. OVERALL MPAC POSITIONS 
 
MPAC is of the view that the Municipality has not yet established a sufficiently strong control environment to sustain its audit improvements. 
 
While progress is acknowledged, governance and accountability mechanisms remain weak and require urgent strengthening. 


 
10. CONCLUSION 
 
The Municipal Public Accounts Committee acknowledges that the Municipality has achieved an unqualified audit outcome for the 2024/2025 financial year. While this reflects progress in financial reporting, MPAC finds that this improvement is not yet supported by a sufficiently strong control environment or governance framework. 
 
MPAC concludes that material weaknesses persist across critical areas, including: 
· The continued presence of significant unauthorised, irregular, fruitless and wasteful expenditure, exceeding R120 million; 
· A debtor’s ratio exceeding 65%, placing sustained pressure on cashflow and financial sustainability 
· Ongoing procurement irregularities, including failures by the Bid Evaluation Committee (BEC) and Bid Adjudicating Committee (BAC) to exercise adequate due diligence; 
· Weaknesses in internal controls, performance management, and compliance systems; 
· Persistent repeat audit findings, indicating a failure to implement corrective actions 
 
MPAC is of the view that these issues are systemic in nature and point to inadequate consequence management; weak accountability at senior management level; and the ineffective implementation and monitoring of audit action plans. 
 
 MPAC therefore concludes that, despite the improved audit outcome, the Municipality remains exposed to significant governance, financial, and service delivery risks. 
 
Failure to decisively address the matters raised in this report will undermine the sustainability of recent audit improvements; increase the risk of National Treasury intervention and potential withholding of grant funding; further weaken the Municipality’s financial position; and negatively impact service delivery and public confidence. 
 
Accordingly, MPAC emphasises that urgent, deliberate and accountable action is required by the Executive Mayor, Acting Municipal Manager and senior management to restore full compliance with legislation, strengthen governance, improve basic service delivery, and ensure financial sustainability. 
 
The adoption of this Oversight Report must therefore be accompanied by strict implementation of its recommendations, measurable progress, and enforceable consequence management. 
 
Council cannot afford a continued cycle of recurring audit findings without consequence. The time for corrective action is indeed now. 
 
RECOMMENDATIONS TO COUNCIL

The Municipal Public Accounts Committee recommends that Council resolve as follows: 
 
[a] 	The Council considers the 2024/2025 Oversight Report, as well as comments from the Audit Committee and the Auditor-General in respect of  the 2024/2025 Annual Report;

[b] 	That Council notes that no submissions were received from the public on the Draft 2024/2025 Annual Report; 

[c] 	That the 2024/2025 Annual Report be adopted with reservations as set out in the comments and findings contained in the Oversight Report; 

[d] 	That the Acting Municipal Manager be directed to implement, without delay, all corrective measures required to address the findings of the Auditor-General and the recommendations of the Audit Committee contained in the Oversight Report; 

[e] 	The Acting Municipal Manager be directed to ensure that all Unauthorised, Irregular, Fruitless and Wasteful Expenditure (UIFW) is fully investigated and reported to MPAC within 60 days, including: 

- Findings 
- Recovery Actions implemented 
- Disciplinary action instituted 

[f] 	That consequence management be instituted against any official found to be responsible for: 

- Non-compliance with legislation and Council policies 
- Irregular expenditure 
- Failure to implement internal controls 

[g] 	That the Acting Municipal Manager be further directed to submit quarterly progress reports to MPAC, detailing: 

-  Implementation of audit action plans 
- Status of UIFW investigations 
- Measures taken to strengthen internal controls 

[h] 	That MPAC monitor the implementation of the Oversight Report and report to Council on a quarterly basis

[i]         That MPAC be authorized to investigate the AG’s comments and findings in respect of the AFS and makes recommendations to Council in connection thereof. 

[j] 	That the 2024/2025 Oversight Report be made public in accordance with Section 129(3) of the MFMA. 
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